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Letter Opiion No. 94.037 

Be: UscofaakIsandusetaxproce&byr 
developnmt corporation for “promotional 
puposes” under the Devdopmalt corp- 
oration Act, V.T.C.S. art. 5190.6, section 
4A (ID# 23491) 

‘weurdastMdyoul-tobewiththeum8tNcdonoftheprovisionsofthe 
Development Corporation Act, V.T.C.S. article 5190.6 (the “act”).’ The act provides for 
the estabiidmmt, by variow kinds of political arbdivitions, of “industrial devdopmcnt 
00rpontions”with~tofinaace”proj~”~cbfurtbatbedevetopment0f 
indutq. Tkestatedpurposesoftherctia%de”theaecmingandruainingofbusiness 
eE&zprh and the nsulting maintellance of a higher level of employment, eccmoolic 
adivity, and stab%@.” Id. 05 13. Sections 4A and 4B of the act provide for the 
collection in certain cities, as determined by population and other fhctors and subject to 
the approval of the electorate, of a sales and use tax of between one-eighth and one-half 
percent for the use of an industrial development corporation established by the city. We 
undastandthattheDCOAwasestablishedbytheCityofAbilcne,andthesalesanduse 
tax in question adopted, under section 4A of the act, which applies inter ah to cities 
located in counties of 500,000 or fk-wcr. 
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Althougl~ section 4A authorizes development corporations c$ablished theramder 
to exercise the powers of corporations created under otk provisions of the act except to 
tbeadmtofconflictwithtbeprovisionsofsection4qn~~tbegmaaldcfinitiMs~ 
section 2 of the act nor any other provisions outside section 4A expressly contemplate the 
expenditun of fuds by development corporations for *promotional purposes.” Ser id. 
Q 2(9) (“industrial development corporation shall mean a coqwation created and exking 
undertheprovisionsofthisAct... fbr the purpose of iinanhg one or more projects”), 
(10) (“project” includes in&r ulio “land, buildings, equipment, fhilitics, and improve- 
ments.... 3. Section 44 in s&section (b)(l), spcciilcally provides that 

[a] corporation created under this section may spend no more than 
1,O pcswnt of the corporate revcmies for promoti~pqxxcs and 
may contract with other existing private cofpomtions to carry out 
iadustrial development programs consistent with the purposes and 
dutiesasaetoutinthisActAct.l [Emphasisadded.] 
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provisions of the act and applicable state law generally: Of course, whether any 
p3ttiadar expedke purportedly for npromotional purposes” is indeed for “promotion8l 
purposes” and is othawise wnsistent with the provisions of the act and applicable state 
law would depend on the precise factual naiure of the particular expe&m~s 

s~,we~tbe~usedintberrqueJtandthecountyjudge’slettcr. 
referr&tothe’grtmti@ofthesefuodsby~AtoExpo. Althottgbtbeunde@ng 
fxmstbionsl provision, article Jl& section 52-a attthorizes the legislature to provide for 
the mddng of “loans and grants” of public money for public ptqoses of economic 
d~~~wefind~pprovisioninsection4Aorelsewhaeintheactheiebywbichthe 
legsbre has specifiadly authorized development corporations formed thaumder to 
mske”grants.” Seeid~23(powersofcorporations). Wetltinkthftttheactrqtirestlutt 
my”gtant”by DCOAtoExpobemadettndercontraumdorotherarmngementsuf6ciettt 
toensuretllattlle~grmltedareactuauytlsedinfurthaaace ofthepurpossoftlle 
act6 Again,hvever,whetherthegrantbyDCOAtoBxpoycuarew~with 
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SUM.MARX 

TkDcvel~Colpolation0fAbilme,wbicll0peratesunder 
section 4A of the Dcvcbpment Caporation Act, V.T.C.S. artide 
5190.6,mayspmdpmeedsofthcsalesandusetaximpoaedundex 
s&on4Afor”promotiondpurpom,“subja%totheptwisoof 
aubseaion (b)(l) that no aton than 10 paced of corpmtia 
revemlemaybespentfbrsuchplrposeq~solongasthe 
sxpendi?wrrsmothawise~witlltheprovisiolisoftheact 
aldstatelawgeaemny. 


